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Global Value Chain (GVC)
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The Global Components in your
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MsAQAU
(Conception)

N1S29ALUU
(Design)
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(After-sales Service)
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(Marketing)
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(Distribution)
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(Fragmentation of Production)
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Anatomy of an iPhone: 1 auisniwu
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WaaEin1ansen aanwanuinasuTulieu Inedwinaindiuiuguilam (Consumer Surplus) uagduiiuguan (Producer

Surplus)
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ASALAULWOME (Tariff) UngavavInbuladaviaugaanknssuluds:ina udrinfluuSenawsauuna ag1v

Caterpillar (wwamnsa\)ansnahun) ﬂolosuwansmuam\)suusw? WoluuSAund UntAssgmaasiy

IOUE)\)llﬂNaﬂ'l-[SUD\)E)Cla'lHﬂSSUlOED llClUE)\)aﬂa\)IUﬂ\)CDUDOnlSUﬂD'I Total Economic Welfare
A o
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Intended Effect Unintended Consequence
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CS - Consumer Surplus (@ uiaunusinn)
Demand 5
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‘A’ sy mnaugudaegoda (Willingness to
Pay) asnaudvyaAmndnuwowanlasu

PS - Producer Surplus (duliugnaan)
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New tariff

World price

Demand

GR - Government Revenue %

(shrelavovsguna)
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- Deadweight Loss
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State 1: ulsurgnisA1as (Free Trade Baseline)

Dashboard Readout

CS (douthurusinm) : goga (Maximized)
PS (dutiuynan) : AvA (Baseline)

DWL (A01udeywan) : 0 (Zero Inefficiency)

fund:msmias Wuslhawavaumsimgnan
Demand naxalan (Pw) CS dvygngddgvda wiwwaatu
UstinAR:idouuvaalauiagav ualuniwsou
asaanisavan (W) aglusanAumnaa
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(The Tariff Shock)

Pw +t

Demand

Chain Reaction

— £ S — 3
1. sy maumuniiwgugotutlu Pw + t
symaumuiniwudiunnmBnsgunaGentiu

J

2. CS wadagwosulsy (Wuslnadrwuwviu uslnatasav)
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U

LY - ] . S -2
3. PS vgnam (dnaaluds:inAudvdrunuvaarauaznelasimaiu)
| - & Ty 3 - ' % ]
Awaoluls:inAauisnngaumldlusimngouiuua:ddruutvaarouvingu

.

4. GR inaswlawnns:1hsguna
syunadsrwlawudumnmsiiumaidn (Tariff Revenue)
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(Production Distortion)
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(Consumption Distortion)
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Kannisaagudwbovulouiy
(The Policy Decision Rule)

Sgurad:atuulguignanumumsmcoLls J9AISs:3v: The Small Country Case
Nasauuavwads:tﬂvuﬁﬁwémlla:é’glc’igu (PS + GR) & dksuussinAouadniluanuisamkuasimaaialanla
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- e I _— o | .
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Variables (GouUs) | Free Trade (n1sA1as) | Tariff (fuwvnid)

CS (@uiiugusian) 4 avaa (Maximized) |J» acavsulisv

PS (@outAugnaa) | =) di (Baseline)
GR (s191asy) HK Wi

DWL (A0twasywa) | K i

P wotu
o
7 wuuu

P Hodulaus
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(US-China Trade War)

lanquuU:=n:A21U25v: (uU 2018 Sguna
ansgy UssmAumounitkannan (Steel)
{udasn 25% lasdithHuatwaunUoavlsoou

25%

Steel Tariff WaalHanluus:ztnAvNMISWOIUMEUDN
$18 Billion =
of US Imports launaunis

W=CS+PS+GR-DWL

LINUNUAvUULKAQMISaUU InsADWBU:
uazlnsnoruwluKdvlgaunIu?
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uwnuavluku: o ‘Wuslan’
S

W=CS + + -

¥

$40M Loss

tulasviraagd

CS anavagvsulisv (Consumer Surplus):
Iuanamﬂssu B2B ‘WuslnA’ llsuAAULGUKIY
LLAADUSENUIUKNG (MNCs) uunalkeyidovld
wanusagaududh

The Realltg c1unumswa0uawusunamw

Caterpillar W\)a\)uumauwau a\)waihatylaa
Mlsnd1 40 auagaans La:(ovWanNS:ady
msuus1maumanlsasanlsasu 1-4% nolan
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(DWL Expansion)

Stage 1

Steel
Tariffs

Ikanu WL U

The Ripple Effect:

Supply Chain Ripple

Stage 2

Caterpillar's
costs
skyrocket

AuUNUWYASEAQ

Stage 3

Tractors
become
expensive

swmaumaw lsasu
a\)uun:)Ian

Stage 4

Loss of
Global
Market Share

DWL Expands
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| masnmsgldassanens  (Tariff Barriers)

UszLnnn1 i MfgULazNTIALiU NANSENUABTIAINAINNETLY Megraalseanwlunaindiyea
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° nsldduramnilenaninufeeu  (Abuse of Dominant Position)

msveduAtusanimudinsafieiaisaus (Predatory Pricing) wiesinlenidlilidugesiiduidumndmiie

° aMusmladviniunounisiu  (Cartels [ Collusion)
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